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REPORT OF THE MONTANA TAX POLICY TASK FORCE

After meeting four times, the Montana Tax Policy Task Force has now finished its

deliberations. The first meeting was held in Bozeman, in conjunction with the Wheeler
Conference, on September 8 and 9, 1995; the second meeting was held in Helena, on
October 13 and 14, 1995. The third meeting of the task force was held January 12 and 13

in the State Capitol Building, Helena, Montana. The final meeting, also in Helena, was held

April 12 and 13, and included a statewide video conferencing session designed to provide

for public comment on the task force's preliminary recommendations. This report provides

a discussion of the findings, actions taken, and final recommendations proposed by the

task force.

BACKGROUND

The Montana Tax Policy Task Force was created by SB417, 1995 Legislative Session.

That legislation provides for the following:

The task force is to:

a) study all aspects of taxation in Montana;

b) make findings regarding the burden of state and local taxation borne by:

1) various segments of the state's economy, and by

2) various categores of individual taxpayers.

The task force is to consider, but not limit itself to:

a) the existing sources and levels of taxation (with particular attention paid to

the classification of property and the taxable percentages applied to that

property), and an evaluation of the sources and levels of taxation;

b) the relationship between federal income tax laws and state income tax laws,

and the impact of federal tax laws on the state;

c) the relative portion of the total amount of taxes that is collected from each

segment of the business community, and each category of individual

taxpayer;

d) the impact of state and local taxation on economic development;

e) the relationship between taxes and the revenue needs of the state and local

governments;

f) the relationship between tax burden, ability to pay, and benefits received

from government;

g) altemative methods of taxation from existing sources as well as new sources

of revenue, and an evaluation of the alternative methods and new sources;

and

h) funding for local governments, other than public schools.



Based on the findings from the above, the task force is to develop
recommendations, alternatives, or both, for 2-year, 10-year, and 25-year tax policy

strategies for Montana.

The task force is to solicit the knowledge and advice of economists, tax policy experts,

representatives of tax reform coalitions, local governments, small business organizations,

large industries, agriculture, the Montana Chamber of Commerce, appropriate state

agencies, and the general public.

In reviewing local government funding, the task force shall study:

a) the current sources of funding for local governments;

b) the continued viability of current funding sources;

c) the need for additional or alternative funding sources;

d) the financial and funding restraints currently imposed on local governments;

e) the challenges facing local governments in providing traditional sen/ices in

the future;

f) the need for more flexibility in meeting future financial challenges;

g) the ability of local governments to meet their budget requirements in the

future; and

h) other issues related to local government finances.

The task force is allocated to the Department of Revenue for administrative purposes only,

as provided in 2-15-121.

Composition of the task force:

a) eight members appointed by the Governor (broadly representative of

taxpayer groups, business and industry, labor organizations, local

government, and consumers of governmental services);

b) four members of the House of Representatives (two from each party,

appointed by the Speaker of the House);

c) four members of the Senate (two from each party, appointed by the

Committee on Committees).

Members must be appointed and designated no later than July 15, 1995. The task force

shall elect its presiding officer.

The task force shall meet for the first time no later than September 15, 1995; and at the

request of the presiding officer thereafter.

The task force shall submit its findings and recommendations to the Governor and the

Legislature on or before October 1 , 1996.



TASK FORCE RECOMMENDATIONS

During the second meeting of the Task Force, subcommittees were established to examine
three areas of immediate concern:

1) principles of taxation that should be used to guide the Legislature in its

decisions regarding taxation policy,

2) property tax relief, and

3) options and alternatives to aid in the funding of local governments.

The following recommendations are based on the findings of these subcommittees, and
subsequent discussion of these issues by the full task force, and represent the task force's

recommendations for tax policy strategy.

Principles of Taxation

The task force believes that sound tax policy should be driven by fundamental, underlying

principles of taxation. Current and future efforts to 'eform Montana's tax system should be
grounded in principles of tax policy that are approp^ ate to the specific circumstances of our
state. To this end, the task force recommends that the Legislature adopt the following

principles of taxation as guidelines for determining the appropriateness of current and
future tax policy proposals.

1. Adequacy and Stability of Revenue. A "good" tax system should produce
revenue adequate to fund governmental services and activities in a stable and
predictable manner, without the constant need for revisions in the tax base or tax

rates. The tax system should make use of a wide variety of revenue sources with

the widest possible bases, and, within a reasonable range, should not generate
more revenue than is required to meet government obligations. With respect to

planning budgets and developing expenditure policies, state and local governments
may want a smooth and predictable growth in tax revenues that roughly corresponds
to growth in personal income or to an anticipated rate of growth in expenditure
levels.

2. Equity. A "good" tax system should be fair, both to individual citizens and to

businesses operating in the state. There are two concepts associated with the
equity criterion - the "benefits received principle" and the "ability to pay principle".

The benefits received principle states that those who enjoy the benefits of goods
and services provided by government should bear the burden of taxation in

proportion to the amount of benefits received. This principle links the expenditure
and revenue sides of the budget, and also links tax burdens with benefits derived

from government. Under the ability to pay principle the amount of taxes, or level of

tax burden, should be related to an individual's ability to pay based on economic
well-being. This principle implies both horizontal equity (persons with roughly equal



economic capacity paying about the same amount in taxes) and vertical equity

(persons with greater economic capacity paying more taxes). Vertical equity is

measured in terms of whether the tax is progressive, proportional, or regressive

according to whether tax liabilities rise, are constant, or fall as a proportion of

income, as income rises.

3. Economic Neutrality or Efficiency. A "good" tax system should not unnecessarily

or unintentionally interfere with private economic decisions in the marketplace. It

should, however, be competitive with the tax systems used in other states in efforts

to promote economic growth and stability.

4. Simplicity. A "good" tax system should be as simple as possible for both the

taxpayer and the tax collector. It should be easy for taxpayers to understand and
for government to administer. Regarding personal income and corporation taxes,

total conformity with federal taxes may further enhance simplicity but severely limit

flexibility in implementing state tax policy objectives.

TWO YEAR TAX POLICY STRATEGY

Property Tax Relief

The task force finds the need to address property tax relief to be of immediate paramount
importance. To address this issue, the task force used SB421, 1995 Legislative Session,

as the reference document to achieve property tax relief under a two-year tax policy

strategy. The intent is to expand the property tax freeze to cover all units of government.

After reviewing the legislation debated during the 1995 session, the subcommittee, in

conjunction with the full task force, has recommended that the 1997 Legislature consider

enacting a bill with the following criteria. The task force has recommended several

changes to the originally introduced legislation in order to make the bill clearer and more
administrable. The task force recommends legislation that would accomplish the following

general goals.

1) The amount of total property taxes levied by any taxing unit or jurisdiction

could not exceed the amount levied for tax year 1996.

2) For any taxing unit, this limitation would not prohibit an increase in total

property taxes due to increases in taxable valuation from new construction,

expansion, or remodeling of improvements of class 4 (residential, farmstead,

and commercial) property.

3) This limitation would not prohibit an increase in total property taxes levied by

a taxing unit to compensate for reductions in the 1996 level of nonlevy

revenue received from certain coal, oil, and natural gas revenue sources.



4) This limitation would not prohibit increases in the taxable valuations of taxing

units, or in the tax liability of individual propeilies.

5) This limitation is intended to leave the current property appraisal and
valuation methodology of the Department of Revenue intact.

6) This limitation applies to all taxing jurisdictions, with the single exception of

the general fund of elementary and high school districts that have- a general

fund budget less than the base budget.

7) This limitation does not prevent increases in the amount of taxes levied by

a taxing unit if increases are approved by the electorate of the taxing unit.

8) This limitation requires that taxing units, including the state, reduce mill levies

in response to taxable valuation increases in order to meet the requirement

that property taxes levied do not exceed those levied in tax year 1996.

9) It is the intent of the task force that all property tax levies and units of

government, including state government and school districts, be covered by

the property tax freeze. The task force recognizes that some exceptions to

the property tax freeze are necessary unless other laws are changed to

accommodate the tax freeze.

The task force recognizes that while this recommendation would cap the total amount of

taxes levied by a given taxing unit, it does not prohibit or prevent the possibility of large

property tax increases for owners of individual properties. The task force has addressed

and grappled with this issue on several occasions, without arriving at a recommendation
of how to address this problem.

Options for Local Governments

The task force recommends the following local option tax changes as part of the two-year

policy strategy.

1. Current law allows county governments, by a vote of the electorate, to levy a

countywide tax of up to $0.02 per gallon on motor fuel for the construction,

maintenance, or repair of public streets and roads. This levy has never been
approved, although there have been at least three attempts b> counties to do so.

The concern expressed was that there often arises a very localized need for repair

or construction within the county that requires a vote of all of the electorate of the

county, and consequently the vote fails because the benefit to be derived is

localized.

Recommendation: Allow for a local option motor fuels taxing authonty to be
comprised of a "transportation district" that could include the



county, a single municipality, or a combination of county and
municipal areas. A majority of those people in the district

outside an i corporated area must vote in favor of a tax in

order to be included in the district.

2. Under the current resort tax laws, resort communities (incorporated cities and
towns) are allowed to borrow funds against the proceeds of the resort tax, but

unincorporated resort areas are not. The concern expressed was that not being

able to bond against the proceeds of resort area taxes greatly reduces the

effectiveness of this tax, particularly in situations in which the resort area intends to

use the tax for substantial, immediate infrastructure development (e.g., community
sewer or water systems).

Recommendation: Allow unincorporated resort areas to issue bonds backed by
anticipated resort tax revenues.

3. Under current law, resort taxes are authorized for resort communities (incorporated

cities and towns) or for resort areas (unincorporated areas). Allowing a resort tax to

be applied in an area that was comprised of a combination of an incorporated city

along with an unincorporated area would provide for greater flexibility in the use of

the resort tax.

Recommendation: Allow a resort tax area to include both incorporated and
unincorporated areas.

4. Under current law the use of the resort tax is limited to specific communities that

satisfy the requirements of being a "resort" area. Generally, this means that the

major portion of the community's economic well being must be derived from

"businesses catering to the recreational and personal needs of persona traveling to

or through the area for purposes not related to their income production". This

precludes most Montana communities from qualifying for resort tax status, which is

contrary to the notion of allowing local governments an optional revenue source to

offset the impact of capping their property taxes.

The task force discussed whether municipalities should be allowed authority to

implement a local option genera/ sales tax, or if the option should provide for levying

a "resort type" tax only (restricted to certain types of goods and services). Several

arguments were made in opposition to allowing a general sales tax; the most
notable, perhaps, being that allowing local governments the option of levying a

general sales tax could lead to extreme difficulty in ever being able to pass and
approve a statewide general sales tax. Consequently, the task force's final

recommendation restricts the ability to levy a local sales tax to a "resort type" sales

tax only.
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Recommendation: Allow all Montana municipalities and counties, upon approval

of the electorate, the option of levying a "resort type" sales tax.

The above ideas constitute the tasl< force's preliminary recommendations for a two year tax

policy strategy proposal.

LONGER TERM TAX REFORM

The task force has not had time to fully develop longer term tax policy strategies, although

several ideas pertaining to longer term tax reform have been offered and discussed. This

section discusses some of the general recurring themes cc sidered essential by the task

force for comprehensive, long-term tax reform for the State of Montana.

First, any comprehensive tax reform proposal should result in overall, statewide revenue

neutrality.

Second, it is the task force's belief that high and burgeoning property tax bills are the

primary source of taxpayer discontent in the state today. Property tax reform in the form

of providing protection from large tax increases for individual property tax owners, or in the

form of significantly reducing the current property tax burden, is an essential element of

comprehensive reform.

In this regard, several options such as the following have been discussed but not adopted.

1) Eliminating the current reappraisal cycle until alternative comprehensive tax

reform can be achieved.

2) Providing residential property tax relief by allowing a credit against individual

income taxes roughly equivalent to any property tax increase due to

reappraisal.

3) Eliminating the current 95 statewide mills levied for state equalization aid of

schools.

4) Requiring the state to fully fund 80% of each school district's general fund

budget to enhance equalization and reduce property tax burdens.

Third, it is the view of the task force that future, comprehensive tax reform that results in

substantial reductions in property and/or income tax can best be accomplished through

reduced expenditures or the implementation of a statewide general sales tax in the state's

m;< of taxes. A statewide general sales tax has the revenue capacity to provide

replacement revenues sufficient to accommodate significant reductions in either property

or income taxes. This is particularly true in light of the precipitous decline in natural

resource tax revenues witnessed over the course of the past decade.



In this regard, a common recurring theme throughout the task force's deliberations was that

property taxes should be used to fund local taxing jurisdictions. In this context, it would be
logical to repeal the current 101 -mill statewide property tax levy for education, and replace

this revenue with general sales tax revenue.

Also in this regard, it is the task force's opinion that safeguards would have to be built into

the overall system of taxation that would ensure that any property tax or income tax

reductions accommodated through implementation of a general sales tax would remain in

place.

Finally, during the course of its deliberations the task force has gained a deep appreciation

of the intricacies and complexities surrounding the issues inherent in comprehensive, as

well as incremental, tax reform. Neither the funding, staffing, nor the services of expert

witnesses provided through SB417 were sufficient for the task force to complete its

assigned mission. The task force could meet only four times, given the $15,000 in total

funding allocated under the bill; and no funds were available to contract for analyses or

studies of the complex issues relating to reform that could be provided only by expert

witnesses.

The task force believes that additional work and study of tax reform is essential to any

future efforts to achieve meaningful legislation. It recommends that the Legislature

continue this work by providing for an adequately staffed and funded task force that can

continue this process. The task force also recommends that future efforts begin by

including grass roots, citizen-taxpayer participation from the beginning of the process. For

only through wider pread citizen participation can there be hope of making reform

understandable and attainable.

Respectfully submitted:

Senator Gerry Devlin, Chairman

g X-yh^JDA^
Senator Mike^ Foster, Vice-Chairman

n

Senator BaTry "Spefok*' St^ng, Se6retary/freasurer
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Appendix A

MINORITY REPORT

Two members submitted minority reports on their differences with the final report. The
minutes show the variety of opinions among the committee members, and the votes which
reflect their particular views. The minutes are on the state bulletin board. The minority

reports follow.





BUNORITY REPORT
MONTANA TAX POLICY TASK FORCE

JTie Montana Tax Policy Task Force terminated it's work and existence on

April 13, 1996. The work completed by the Task Force was accomplished with

onlyfour meetings and at \ery little cost to the taxpayers ofMontana. IfI learned

one thing during my tenure on the Committee it was that our State legislators and
Governor have their work cut out for them. They must make the hard decisions

regarding cutting spending, or raising taxes, or both, to provide needed

maintenance on the State's roads and bridges, and to provide the many services

that the public demands be there for them today.

The Task Force is now ready to present the results of it's efforts to the

public, the legislature, and the Governor of Montana. The members of the Task

Force are to be commended for their efforts and sincerity in trying to meet the

assignment given them by SB417, 1995 Legislative Session.

I totally support the Principles of Taxation and the Options For Local

Governments included in the Task Force's report. These are excellent products

considering that the financial limitations placed on the Task Force did not allow

time for a comprehensive review oftaxation in Montana. Taxes are an extremely

complex issue. What I cannot support is the proposalfor Property Tax Relief, and
this Minority Report is to explain why.

The proposal is not comprehensive tax reform. It does not simplify property

taxation in Montana, and this was one ofthe Principles of Taxation adopted by the

Task Force. Constitutional Initiative 105 was an attempt to freeze local

government spending and it didnt work, v,'h^t is being proposed is a continuation

of that attempt and I don't believe it will ever be considered by the legislature. It

is a redraft of Senator Harp's SB 421 that has already been introduced andfailed

to pass once. The Task Force wanted to put the "teeth back into " SB 421. Itfailed

in its first attempt to become law because of the many amendments made to it by

members of the legislature. What makes anyone believe that won't happen again?

The proposed Property Tax ^lieffreezes revenue oflocal governments and

the State at 1996 levels, unless the electorate ofa taxing unit approves an increase.

It is not realistic to believe that any local government or the State can freeze

revenue when there are greater demands for services, road improvements, and etc.

being made today.



TTie Task Force listened to several County Commissioners via the METNET
service on April 12. What did we hear? Not one Commissioner expressed support

for what is being proposed. One Commissioner said he was upset because the

proposal appeared to be more State interference into how they run their Counties.

This is coming after they have heen so frugal in their management of taxpayer

dollars.

Yes, the proposed Property Tax Relief does allow local governments to get

more revenue ifthe electorate votes the increase in, or from new construction, etc.

However, can they keep up with the demand for more revenue being caused by

Federal and State reduction of financial aid to local governments, population

increases, and increases in the demands on road services, to name a few of the

pressures beingplaced on localgovernment revenues? Freezing revenue at current

levels would place an additional unfiinded demandfor services on State and local

governments.

We heardfi-om one County during one ofour meetings who said they hadn't

been able to give their employees a pay raise in six or seven years. Meanwhile the 'M

cost of living continues to go up and up! How are those Counties going to keep
|

those well trained and experienced employees ?

What about the Cities and small towns that we heard from in one of our \

earlier meetings who said they would be bankrupt if it were notfor them receiving

a share ofgambling revenues? It's pretty easy for someone not dealing with the

problems to say the answerfor them is to cut services.

For the above reasons, and with all due respect for my fellow task force

members, and alot of admiration and thanks to the Department of Revenue staff

who provided support to the Task Force, I respectftilly withhold support for the

recommended legislation regarding Property Tax Relief.

Sincerely,

Bill Chapmdn
408 Circle Drive

Cut Bank, Montana 59427

Klnrep/bc/4/9S



MINORITY REPORT
MONTANA TAX POLICY TASK FORCE

The Montana Tax Policy Task Force worked hard with limited
resources to produce a recommendation that has many features that
are very valuable. Its members were diligent in their wq^rk.

The purpose of this report is to state the reasons why the
undersigned cannot concur with the findings of the Montana Tax
Policy Task Force.

Reinstating the property tax freeze is a fine idea. Local
governments will no longer be able to automatically take a
windfall from higher reappraisal values. While this is a good
start, it does not afford individual property tax payers
protection from a bigger tax bill.

The Task Force spent some time discussing this issue, and did not
find the specific answer to this problem. The problem deserves
further consideration. Montanans cannot bear this burden that
often falls on those least able to afford it.

The Task Force should have stated in its final proposal that
means must be found to protect individual tax payers.

As importantly, the Task Force should have included in its sales
tax recommendation that any sales tax must be pure tax reform,
revenue neutral, and not contain any tax increase. Sales tax
proposals must include dollar for dollar property tax relief.

To suggest any other sales tax is utterly futile.

Lastly, the Task Force did not correlate spending and taxing in
any meaningful way.
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Appendix B

Council Senate Members
J.D. LYNCH
CHAIRMAN
AL BISHOP
ROBERT "BOB" BROWN
B.F. "CHRIS* CHRISTIAENS
BRUCE D. CaiPPEN
MIKE HALLIGAN

Executive Director

ROBERT B. PERSON

Director

DAVID D. BOHYER

Library

BETH FURBUSH
DIANNA MILLER

SHARON EICKMEYER

Montana Legislative

Services Division
Office of Research and Policy Analysis

Room 1 38 • State Capitol

Helena, Montana 59620-1706

(406) 444-3064

FAX (406) 444-3036

Council House Members
LARRY HAL GRINDE
VICE CHAIRMAN
DON LARSON
WILLIAM "RED" MENAHAN
JOHN A. MERCER
THOMAS E. NELSON
RAY PECK

Reseerch Analysts

CONNIE ERICKSON
SUSAN FOX
SHERI S. HEFFELFINGER

STEPHEN B. MALY
JEFF MARTIN

February 15, 1996

TO: Montana Tax Policy Task Force

FROM: Jeff Martin, Legislative Research Analyst

SUBJECT: Revised bill draft

Judy Paynter, Department of Revenue, requested that I review the bill draft prepared by

Dennis Burr for style and content and make changes to the draft if necessary. Enclosed for

your review is the result of that effort.

I did not highlight the changes in this version, but I will describe them to you. I hope I have

not made significant policy changes other than those agreed upon by the Task Force. I

made several minor changes in style throughout. These changes are consistent with

Legislative Services Division's Bill Drafting Manual. I also added clarifying language to the

title related to Department of Revenue duties and added language to the "Declaration of

policy" (section 1).

Substantive changes were made in section 3 of the bill (15-10-412). At the end of

subsection (2)(b), related to the exceptions to the limitation on the amount of taxes levied,

I added the phrase "classified under 15-6-134". This change addresses a Department

concern about the allocation of utility property. The change would also, coincidentaily,

exclude from the exception class five new industrial real property.

At the request of Dennis Burr, I added a new subsection (9). This subsection would

prohibit a taxing unit that receives a reimbursement under 15-1-1 12 from increasing mill

levies associated with a loss in taxable value because of the reduced tax rates for class

eight personal property under 15-6-138. Senate Bill No. 417 (Ch. 570, L. 1995) provided

for a phased-in reduction of the tax rate applied to class eight property and for a

reimbursement payment to a taxing unit to offset the loss of taxable value.



Montana Tax Policy Task Force

February 15, 1996
Page 2 u

I revised the former new subsection (9) (now subsection 10). Subsection (10)(a) requires

that a taxing unit must lower mill levies to account for increases in taxable value resulting

from cyclical reappraisal. Subsection (10)(b) directs the Department of Revenue to adjust

statewide school levies and the university levy for increases in taxable value resulting from
cyclical reappraisal.

An internal reference in 15-36-323 to 15-10-412(10) requires that 15-36-323 be added to

the draft. Other "housekeeping" items include a saving clause and a retroactive

applicability date. The saving clause is probably overkill, but I thought something was
required especially for the amendments to 90-5-1 12. An applicability section may be more
appropriate, e.g., "This act applies to proceedings begun after the effective date . . .

."

I did not address the elimination of exceptions to the property tax freeze (new subsection

(6) in 15-10-412), such as RSIDs, SIDs, bonded indebtedness, judgments against a taxing

unit, etc. However, I believe that the Task Force would be well served to discuss these

issues at the public hearing in April. If some or all of these erstwhile exceptions are added
back, then other stricken language must be restored.

I would recommend that 15-10-402 be repealed. The provisions in that section, as

amended in the bill draft, could easily be added to 15-10-412.

The revised bill draft has not been formally reviewed by Legislative Services Division staff,

and it may contain inadvertent errors. Any bill draft that the Task Force considers cannot

be formally reviewed until a bill draft request is submitted to the Legislative Services

Division.

Enc.

Revised April 17, 1996



Draft Copy
Printed 1:11 pm on April 17, 1996

1 A Bill for an Act entitled: "An Act amending the property tax

2 limitations implementing Initiative Measure No. 105 by changing

3 the exceptions to the limitations; providing that property taxes

4 are capped at 1996 levels; providing that the electors of a

5 taxing unit may authorize mil-l levies that exceed the limitations

6 of Title 15, chapter 10, part 4, MCA; requiring the department of

7 revenue to adjust certain mill levies; amending sections 7-6-

8 2514, 15-10-401, 15-10-402, 15-10-412, 15-36-323, and 90-5-112,

9 MCA; repealing section 15-10-411, MCA; and providing an immediate

10 effective date and a retroactive applicability date."

11

12 Be it enacted by the Legislature of the State of Montana:

13 Section 1. Section 15-10-401, MCA, is amended to read:

14 "15-10-401. Declaration of policy. (1) The state of

15 Montana's reliance on the taxation of property to support

16 education and local government has placed an unreasonable burden

17 on the owners of classes three,—four,—six,—nine,—twelve,—a«d

18 fourteen all classes of property-;

—

aa thoac classes arc defined

19 described in Title 15, chapter 6, part 1.

2 4^-) The legislature's failure to give local governments and

21 local school districts the flexibility to develop alternative

22 oourccs of revenue will only lead to increases—in the tax burden

2 3 on the already overburdened property taxpayer.

24 -f9-^ The legislature—is the appropriate—forum to malce the

2 5 difficult and complex decisions to develop :

2 6 (-a-) a tax system that is fair to property taxpayers;—a^^

27 Ha-) a method of providing adequate funding for local

LCxxxx



Draft Copy-
Printed 1:11 pm on April 17, 1996

1 government and education.

2 -H-) The legislature has failed in its rcsponaibility to

3 taxpayers ,

—education,—and local government to relieve the tax

4 burden on property classes three,—four,—six,—nine,—twelve,—astd

5 fourteen.

6 (5) (2) The people of the state of Montana declare it is the

7 policy of the state of Montana that no further property tax

8 increases be imposed on property clasaea three,—four,—six,—nine,

9 twelve,—and fourteen as provided in 15-10-412 .
"

10

11 Section 2. Section 15-10-402, MCA, is amended to read:

12 "15-10-402. Property tax limited to 190C 1996 levels. (1)

13 Except as provided in subsections—(-2^—aftd—f9^ 15-10-412 , the

14 amount of taxes levied on property described in 15 G 133,—15 G

15 13 4
,

—and 15—6—3r9-& may not, for any taxing jurisdiction, exceed

16 the amount levied for taxable tax year 10 8 G 1996 .

17 -(-2-) The limitation contained in subsection—fi-)

—

does not

18 apply to levie s

—

for rural—improvement districts,—Title 7,—chapter
19 -SrS-;

—

part 21;—special improvement districts,—Title 7,—chapter 12,

20 part 4 1;—elementary and high school districts,—Title 20;—juvenile
21 detention programs authorized under 7—6

—

502 ;
—or bonded

22 indebtedness

.

23 -(-3-) New construction or improvements to or deletions—from

24 property described in subsection—fi-)

—

are subject to taxation at

25 190C levels.

26 -f4-] As used in this section,—fehe

—

"amount of taxes levied"

27 and the—"amount—levied"—mean the actual dollar amount of taxes

LCxxxx
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1 impoacd on an individual piccG of property,—notwithstanding an

2 incrcaac or decrease in value due to inflation,—reappraisal,
3 adjuatmenta in the percentage multiplier used to convert

4 appraised value to taxable value,—changes in the number of mills

5 levied,—or increase or decrea'sc in the value of a mill

.

"

6

7 Section 3. Section 15-10-412, MCA, is amended to read:

8 "15-10-412. Property tax limited to 198G 1996 levels --

9 clarification extension to all property classes exceptions --

10 duties of the department . Section 15-10-402 is interpreted and

11 clarified implemented as follows:

12 -Br) The limitation to 1Q8G—levels is extended to apply to

13 all classes of property described in Title 15,—chapter G,—part—3r-r

14 (2) (1) The limitation on the amount of taxes levied ie

15 interpreted to mean means that, except as otherwise provided in

16 this section, the actual tax liability for an individual property

17 total amount of taxes levied by each taxing unit is capped at the

18 dollar amount d«e levied in each taxing unit for the 198G 1996

19 tax year. In tax years thereafter,—the property must be taxed in

2 each taxing unit at the 198G cap or the product of the taxable

21 value and mills levied,—whichever is less for each taxing unit,

22 except—in a taxing unit that levied a tax in tax years—1983

23 through 1985 but did not levy a tax in 190G,—in which case the

24 actual tax liability for an individual property io capped at the

25 dollar amount due in that taxing unit for the 1D85—tax year The

2 6 governing body of a taxing unit shall adjust mill levies to

27 compensate for any increase in taxable valuation to insure that

LCxxxx
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1 taxes levied do not exceed the amount levied in 1996 .

2 43^ (2) The limitation on the amount of taxes levied does

3 not prohibit a further an increase in the total taxable valuation

4 ©# taxes levied by a taxing unit as a result of:

5 (a) annexation of real -property and improvements into a

6 taxing unit;

7 (b) construction, expansion, or remodeling of improvements

8 classified under 15-6-134 ;

9 (c) transfer of property into a taxing unit;

10 (d) subdivision of real property;

11 (e) reclassification of property;

12 (f) increases in the amount of production or the value of

13 production for property described in 15-6-131 or 15-6-132;

14 (g) transfer of property from tax-exempt to taxable statusr

15 e*=

16 Ar^ revaluations caused by:

17 (-i-) cyclical reappraisal;—ea?

18 (44-)

—

expansion,—addition,—replacement

,

—or remodeling of

19 improvements .

20 (3) The limitation on the amount of taxes levied does not

21 prohibit an increase in the total taxes levied by a taxing unit

22 in order to compensate the taxing unit for any loss in the total

23 amount of nonlevy revenue received in 1996 from taxes imposed

24 under Title 15, chapter 23, part 7, and Title 15, chapter 36,

25 part 3

.

26 (4) The limitation on the amount of taxes levied does not

27 prohibit a further increase in the taxable valuation of the

LCxxxx
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1 taxing unit or in the actual tax liability on individual property

2 in each class as a result of ;
' "

3 (-a^ a revaluation caused by;

4 -fi-) construction,—expansion,—replacement,—or remodeling of

5 improvements that adds value -to the property;—eaf

6 (ii)—cyclical reappraisal;

7 -ffe-) transfer of property into a taxing unit;

8 -(-e-^ reclassification of property;

9 (-d-^ increases in the amount of production or the value of

10 production for property described in 15 G 131 or 1!^ 6 132;

11 ^e^ annexation of the individual property into a new taxing

12 unit

;

—&¥

13 f^-) conversion of the individual property from tax exempt

14 to taxable status .

15 -f5^ Property in class four is valued according to the

16 procedures used in IQOC,—including the designation of 1902 as the

17 base year,—until the reappraisal cycle beginning January 1,—1Q 8 G ,

18 -i-s

—

completed and now valuations are placed on the—tax rolls and a

19 new b . so year designated,—if the property is;

2 (-a-) new construction;

21 ffe-) expanded,—deleted,—replaced,—or remodeled improvements;

22 (-e-) annexed property;—&¥

2 3 fd-) property converted from tax exempt to taxable status .

24 -(-€-) Property described in subsections—(5) (a)—through—(5) (d)

2 5 that is not—class—four property is valued according to the

2 6 procedures used in 1986 but is also subject to the dollar cap in

27 each taxing unit based on 1D 8 G mills levied.
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1 -(-?-)-(5) The limitation on the amount of taxes, as clarified

2 ,
in this section, is intended to leave the property appraisal and

3 valuation methodology methodologies of the department of revenue

4 intact. Determinations of county classifications, salaries of

5 local government officers, and all other matters in which total

6 taxable valuation is an integral component are not affected by

7 15-10-401 and 15-10-402^ except for the uac of taxable valuation

8 in fixing tax levies . In fixing tax levies,—the taxing units of

9 local government may anticipate—the deficiency in revenues

10 resulting from the tax limitations in 15 10 4 01 and 15 10 4 02,

11 while understanding that regardless of the amount of mills

12 levied,—a taxpayer's liability may not exceed the dollar amount

13 due in each taxing unit—for the 190G—tax year unless

:

14 -(-a^ except as provided in subsection—(8 ) (a) ,

—the taxing

15 unit's taxable valuation decreases by 5% or more from the IQOC

16 tax year.—If a taxing unit's taxable valuation decreases by 5% or

17 more from the 19 86 tax year,—it may levy additional mills to

18 compensate for the decreased taxable valuation,—but the mills

19 levied may not exceed a number calculated to equal the revenue

20 from property taxes for the 1Q 8 G—tax year in that taxing unit.

21 ffe^ a lc^J^^ authorized under Title 20 raised less revenue in

22 198G than was raised in either 100 4 or 1Q85,—in which case the

23 taxing unit may,—after approval by the voters in the taxing unit,

24 raise each year thereafter an additional number of mills but may

25 ftefe

—

levy more revenue than the—3

—

year average of—revenue—raised

26 for that purpose during 10 84 ,

—10 8 5,—and 190G;

27 (-e-) a levy authorized in 50 2 111 that was made in 1D3G was
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1 for lc33 than the number of mills levied in cither 1Q 84 or 1085,

2 in which caac the taxing unit may,—after approval by the votcra

3 in the taxing unit,—levy each year thereafter an additional

4 number of mills but may not lev^^ more than the 3 year average

5 number of mills levied for that purpose during 10 84 ,

—19 8 5,—aftd

6 IQOC.

7 -f8-) (-a^

—

Except aa provided in oubacction—( 8 ) (b) ,
—if a

8 taxing unit has levied additional mills under subsection—(7) (a)

9 to compensate for a decrease in taxable valuation,—it may

10 continue to levy additional mills to equal the revenue from

11 property taxes for the IQQG tax year when the taxing unit ^

a

12 taxable valuation ia greater than Q5% but less than 100% of the

13 taxing unites taxable valuation in tax year 19 8 6.

14 -fte^ When the taxable valuation of a taxing unit that levied

15 additional mills under subsection—(7) (a)—e^?

—

(8) (a)—is equal to or

16 greater than the taxing unites taxable valuation in tax year

17 1986,—it may not levy additional mills to compensate for a

18 subsequent decrease in taxable valuation unless the conditions of

19 subsection—(7) (a)—are satisfied.

20 494- (6) The limitation on the amount of taxes levied does

21 not apply to the following lov^^ or special assessment categories,

22 whether or not they are based on commitments made before or after

23 approval of 15 10 401 and 15 10 102:

24 -fa-) rural improvement districts;

2 5 Ha^ special improvement districts;

2 6 (-e-) levies pledged for the repayment of bonded

2 7 indebtedness,—including tax increment bonds;
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1 - :. -fd^ city Street maintGnancG diatricts;

2 -fe-) tax increment financing diatricts;

3 4^-) satisfaction of judgments againat a taxing unit;

4 4g4 street lighting assessments;

5 -fii-) revolving funds to -support any categoricg—opecified in

6 this subsection—(Q) ;

7 -fi-) levies—for economic development—authorized pursuant—fe^

8 90 5 112 ( 4 ) ;

9 (r^ levies authorized under 7 G 502 for juvenile detention

10 programs

;

11 9t^ levies authorized under IG 15 531 and 7G 15 532 for

12 conservation district special adminiotrative assessments;

13 Irirj elementary and high school districts;—etad

14 {^ voted poor fund levies authorized under 53 2 322

15 general fund of elementary and high districts that have a general

16 fund budget less than the BASE budget under 20-9-308 .

17 (10) (7) The limitation on the amount of taxes levied does

18 not apply in a taxing unit if the voters in the taxing unit

19 approve an increase in tax liability mill levies following a

2 resolution of the governing body of the taxing unit containing

21 under one of the following methods :

22 (a) If the laws governing the taxing unit or a particular

23 fund of the taxing unit specifically allow for a vote of the

24 electorate to impose mill levies or to change mill levies, then

2 5 mill levies may be imposed or increased after approval of the

2 6 electorate of the taxing unit.

2 7 (b) If the taxing unit or a particular fund of the taxing

. 8 LCxxxx
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1 Hr^ Q city county board of health ao provided in Title 50,

2 chapter 2

,

—if the governing bodies of the taxing units oerved by

3 the board of health determine,—after a public hearing,—that

4 public health programs require fundo to ensure the public health.

5 A levy for the support of a ],ocal board of health may not exceed

6 the 5 mill limit established in 50 2 111.

7 Hri-)

—

county,—city,—or town ambulance services authorized by

8 a vote of the electorate under 7 3 4 102(2);—aad

9 (iii)—a rail authority,—as provided in Title 7,—chapter 1 4 ,

10 part IS,—authorized by a board of county commissioners.—A 1 evy

11 for the support of a rail authority may not exceed the G mill

12 limit established in 7 1 4 1G32.

13 (12) (8) The limitation on the amount of taxes levied by a

14 taxing jurisdiction subject to a statutory maximum mill levy does

15 not prevent a taxing jurisdiction from increasing its number of

16 mills beyond the statutory maximum mill levy to produce revenue

17 equal to its 198G 1996 revenue.

18 (13)—The limitation on the amount of taxes levied does not

19 apply to a levy increase to repay taxes paid under protest in

2 accordance with 15 1 4 02.

21 (1 4 )
—A taxing jurisdiction that included special improvement

22 district revolving fund Icvieo in the limitation on the amount of

23 taxes levied prior to April 22,—1QQ3 ,

—may continue to include the

24 amount of the levies within the dollar amount due in each taxing

2 5 unit for the 1Q 8 G tax year even if the necessity for the

2 6 revolving fund has diminished and the levy authority has been

2 7 transferred.
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1 (9) If a taxing unit receives a reimbursement payment under

2 15-1-112, then the taxing unit may not increase mill levies to

3 compensate for a loss in taxable valuation associated with

4 reducing the tax rate in 15-6-138.

5 (10) (a) When each revaluation cycle takes effect pursuant

6 to 15-7-111, mill levies must be reduced in order to compensate

7 for an increase in taxable valuation, for reasons other than

8 those described in subsection (2) , in a taxing unit as a result

9 of cyclical reappraisal.

10 (b) If a mill levy is fixed by law or if it may not

11 otherwise be adjusted in the discretion of the governing body of

12 the taxing unit, the department shall adjust the mill levy, as

13 specified in this subsection (b) , to compensate for an increase

14 in taxable valuation resulting from cyclical reappraisal. The

15 department is authorized to adjust statewide mill levies imposed

16 under 15-10-106 and 20-9-360 and county equalization mill levies

17 imposed under 20-9-331 and 20-9-333. The department shall notify

18 the local government of the new mill levy by the statutory date

19 for setting mill levies. "

20

21 . Section 4. Section 7-6-2514, MCA, is amended to read:

22 "7-6-2514. Tax limitation applicable. The property tax

23 limitation to 1D 8 G lovclo under Title 15, chapter 10, part 4,

24 applies to the county public safety levy authorized in 7-6-2513.

25 The limitation is determined by the total tax levied for the

26 county general fund. The first year a county public safety tax is

27 levied, the public safety levy and the general fund levy may not
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1 exceed the prior year's county general fund levy. In subsequent

2 years, any increases in the public safety levy and the general

3 fund levy are limited under Title 15, chapter 10, part 4."

4

5 Section 5. Section 15-3£-323, MCA, is amended to read:

6 "15-36-323. (Effective January 1, 1996) Calculation of

7 unit value. For the purposes of distribution of oil and natural

8 gas production taxes to county and school taxing units for

9 production from pre- 1985 wells, the department shall determine

10 the unit value of oil and natural gas for each taxing unit as

11 follows:

12 (1) Subject to the conditions of subsection (3), the unit

13 value for oil for each taxing unit is the quotient obtained by

14 dividing the net proceeds taxes calculated on oil produced and

15 sold in that taxing unit in calendar year 1988 by the number of

16 barrels of oil produced in that taxing unit during 1988,

17 excluding post-1985 wells.

18 (2) Subject to the conditions of subsection (3), the unit

19 value for natural gas is the quotient obtained by dividing the

20 net proceeds taxes calculated on natural gas produced and sold in

21 that taxing unit in calendar year 1988 by the number of cubic

22 feet of natural gas produced in that taxing unit during 1988,

23 excluding post-1985 wells.

24 (3) The amount of net proceeds taxes calculated under

25 subsections (1) and (2) may not include the amount of taxes that

26 are attributable to a financial emergency, as described in 15-10-

27 412(10) , as that subsection read on December 31, 1996 , for which

12 LCxxxx
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1 additional mills were levied in fiscal year 1990."

2

3 Section 6. Section 90-5-112, MCA, is amended to read:

4 "90-5-112. Economic development levy. (1) The governing

5 body of a city, county, or town -ars

—

authorized to may levy up to 1

6 mill upon the taxable value of all the property in the city,

7 county, or town subject to taxation for the purpose of economic

8 development. The governing body fftay shall :

9 -(ret}- submit the question of the mill levy to the qualified

10 voters voting in a city, county, or town election-;—©a?

11 fb^ approve the mill levy by a vote of the governing body .

12 (2) Funds derived from this levy may be used for purchasing

13 land for industrial parks, constructing buildings to house

14 manufacturing and processing operations, conducting preliminary

15 feasibility studies, promoting economic development opportunities

16 in a particular area, and other activities generally associated

17 with economic development . These funds may not be used to

18 directly assist an industry' s operations by loan or grant or to

19 pay the salary or salary supplements of government employees.

20 (3) The governing body of the county, city, or town may use

21 the funds derived from this levy to contract with local

22 development companies and other associations or organizations

23 capable of implementing the economic development function.

24 (4) A tax authorized by a vote of the electorate, as

25 provided in subsection (1) (a) , may be levied for a period not to

26 exceed 6 years and io not aubjcet to the proviaiona of Title 15,

27 chapter 10, part 4 .

"
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1 NEW SECTION. Section 7. {standard} Repealer. Section 15-10-

2 411, MCA, is repealed.

3

4 NEW SECTION. Section 8. {standard} Saving clause. [This

5 act] does not affect rights and duties that matured, penalties

6 that were incurred, or proceedings that were begun before [the

7 effective date of this act] .

8

9 NEW SECTION. Section 9. {standard} Effective date --

10 retroactive applicability. [This act] is effective on passage

11 and approval and applies retroactively, within the meaning of 1-

12 2-109, to tax years beginning after December 31, 1996.

13

14 -END-

15 Revised April 17, 1996

14 LCxxxx
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Appendix C

FISCAL YEAR 1996 LOCAL OPTION VEHICLE FEE

COUNTY
BEAVERHEAD
BIG HORN
BUMNE
BROADWATER
CARBON
CARTER
CASCADE
CHOUTEAU
CUSTER
DANIELS
DAWSON
DEER LODGE
FALLON
FERGUS
FU\THEAD
GALLATIN
GARFIELD
GLACIER
GOLDEN VALLEY
GRANITE
HILL

JEFFERSON
JUDITH BASIN
LAKE
LEWIS AND CUVRK
LIBERTY
LINCOLN
MADISON
MCCONE
MEAGHER
MINERAL
vllSSOUL^
MUSSELSHELL
PARK
PETROLEUM
PHILLIPS

PONDERA
POWDER RIVER
POWELL
PRAIRIE
RAVALLI
RICHU\ND
ROOSEVELT
ROSEBUD
SANDERS
SHERIDAN
SILVER BOW
STILLWATER
SWEET GRASS
TETON
TOOLE
TREASURE
VALLEY
WHEATLAND
WIBAUX
YELLOWSTONE

OPTION
IN PUVCE

YES
NO
NO
YES
YES
YES
YES
YES
YES
YES
YES
NO
NO
YES
YES
YES
YES
YES
YES
NO
YES
YES
YES
YES
YES
YES
YES
NO
NO
YES
YES
YES
YES
YES
NO
NO
YES
YES
YES
YES
YES
NO
YES
NO
NO
YES
YES
NO
YES
YES
NO
YES
YES
YES
NO
YES

RATE
.5

N/A

N/A

.5

.5

.5

.5

.5

.5

.5

.4

N/A
N/A
.5

.25

.5

.5

.5

.25

N/A
.5

.5

.5

.25

.5

.5

.5

N/A
N/A
.5

.5

.5

.5

.25

N/A
N/A

.5

.5

.5

.5

.5

N/A
.5

N/A
N/A
.5

.5

N/A
.5

.5

N/A

.5

.5

.5

N/A
.25

USED FOR

Road equipment

General fund; district court

General fund

50% to county; 50% to county & city based on population

All district court functions

General fund

District court

District court

Funding general government

n/a

District court

General fund and library

General government

64% general fund; 36% district court

General fund; Town of Rygate; Town of Lavina

General fund; road fund; and possibly district court

50% general fund; 50% district court

General fund

District court and general fund

District court

Various funds and the Town of Chester

General fund and district court

General fund

Distributed to countywide levies for general government
District court, general fund, road, bridge, museum
50% district court; 50% Roundup and Melstone based on population

Sheriffs can fairground bleachers; phone system; police car; park supplies for Clyde Par

Undecided

District court

Various funds

General fund

District court, general fund, road fund

General fund

District court and general fund

District court

General fund

District court

Maintain current services

Capital projects

District court and general fund; City of Hariowton, Town of Judith Gap

Public safety

g:\123\misc\vehfees.wk4
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Appendix E

1 Vroo^^^ILL NO. loOU

3

4

5

6

7

8

o

2 iNTnODUCcD bŷ /h^P.AllC ^ J r^vrcc^bSv^^ ^ ,kV^ Trjfe^ M, I rl-U.
BY REaUEST OF THE HOUSE TAXATION CC.V1MITTE=

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR AN OPTIONAL LOCAL GOVERNMENT TAX ON
THE SALE OF LUXURIES; PROVIDING A DEFINITION OF LUXURIES; PROVIDING THAT THE TAX RATE
MAY. NOT EXCEED 3 PERCENT; PROVIDING THAT THE TAX MAY NOT EE IMPOSED WITHOUT THE
APPROVAL OF THE ELECTORATE OF THE LOCAL GOVERNMENT IMPOSING THE TAX; PROVIDING FOR
COORDINATION AND DISTRIEUTION OF REVENUE OFTHE TAX WHEN A COUNTY AND MUNICIPAUTIES

10 IN THE COUNTY" BOTH LEVY .THE TAX; AND PROVIDING AN EFFECTIVE DATE.'
'

12

13

WHEREAS, lew now limits the kinds of taxes that local communities may impose; and

WHEREAS, a one-size-fits-all system of taxation ignores the different needs and resources of

14. Montana communities; and

'
= WHEREAS, local taxpayers desire greater control as determined by a vote; and

1

5

WHEREAS, a 'luxury' sales tax, as denned by law, has been enacted in several resort communities

1 7 and areas; and

WHEREAS, property tax relief is desired by many Montanans.
13

19

20 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

21

22 NEW SECTION. SecJcn 1
.

Definitions. As used in [sections 1 through 7], the following definitions

23 apply:

^* f' "Governing body" means the governing body of a local government.

(2! (a) -Luxuries- means any gift item, luxur/ item, or ether item normally sold to the public or to

transient visitors or tourists.

(b) The term does not include food purchased unprepared or unse.'ved, mecicine. mecicai succiies

and services, appliances, hardware supplies and reels, or any necessities of life

(31 "Medical supplies' means items that are sold to be used :cr curative, prosthetic, cr mecica!

maintenance purposes, whether cr net prescibec by a physician.

25

25

27

23

29

1 - /7^ (jC(^
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1 (4) "Medicine" means substances sold for cjrative or remedial properties, including both

2 piiysician-prescribed and over-the-counter medications.

3 • -

4 NF/V SECTION. Section 2. Local option luxuries tax authority - specific delegation. As required

5 by 7-1-112. [sections 1 through 7) sp^tificaily delegate to the electors of each respective county,

6 consolidated city-county government, incorporated city, and incorporated town the power to authorize their

7 local government, within its boundaries, to impose a local option luxuries tax as provided in [sections 1

a through 7]. ^ • ..."
9 ' '^

'

\. ... -^,,

'

,
,,;. .

10 NPA^ ScCTlON. Section 3. Limit on local option luxuries tax rate - goods and services subject to

1

1

tax, (1) The rate of the local option luxuries tax must be established by the election petition or resolution

1 2 provided for in [section 4], but the rate may not exceed 3%.

13 (21 (a) The local option luxuries tax is a tax on the retail value of all goods and services sold within

14 the local gove.'nment jurisdiction by the following establishments:

15 (i) hotels, motels, and other lodging or camping facilities;

13 (ii) restaurants, fast-food stores, and other food service establishments; -•

17 (iii) taverns, bars, night clubs, lounges, and other public establishments that serve beer, wine,

13 liquor, or other alcoholic beverages by the drink;

19 [(iv) agenc/ liquor stores, except when sold to a retail licensee for the purpose of resale;] and

20 (iv) destination ski resorts and other destination recreational faciiities.

21 (b) Establishments that sell luxuries shall collect a tax on the luxuries.

22

23 NF/7 SECTION. Section 4. Local option luxuries tax - election required - procedure. (1) A local

24 government may not impose or, except as provided in [section 5 or 6], amend or repeal a local option

25 luxuries tax unless the local option luxuries tax question has been submined to the electorate of the local

26 government and approved by a majorir/ of the electors voting on the question.

27 (21 The local option luxuries tax question may be presented :o :he electors by a petition of :he

electors as provided by 7-1-4.130, 7-5-132, and 7-5-1 o-i through 7-5-137 or by a resolution of the

governing body of the local government.

Q (21 The pedticn or resolution referring the taxing question must state:

23

22

I

I

I
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1 (a) the rate of the local option luxuries tax;

2 '

(b) the duration of the local option luxuries tax;

3 (c) the date when the local option luxuries tax becomes effective, which date may not be earlier

4 than 35 days after the election; and

5 Id) the purposes that may be funded by the local option luxuries tax revenue.

6 (4) Upon receipt of an adequate petition or upon adoption of a resolution, the governing body may:

7 (a) call a special election on the local option luxuries tax question; or

8 lb) have the local option luxuries tax question placed on the ballot at the next regularly scheduled

9 election.

10 (5) The question of the imposition of a local option luxuries tax may not be placed before the

1

1

electors more than once in any fiscal year.

12

13 NEW SECTION. Sections. Local option luxuries tax administration. (1) Not less than 30 days

14 prior to the date on which the local option luxuries tax becomes effective, the governing body shall enact

15 an administrative ordinance governing the collection and reporting of the local option luxuries taxes. This

3 administrative ordinance may be amended at any time that is necessary to effectively administer the local

1

7

option luxuries tax.

13 ,12) The administrative ordinance must specify:

1 9 (a) the times that local option luxuries taxes collected by businesses are to be remined to the

20 governing body;

21 (b) the office, officer, or employee of the governing body responsible for receiving and accounting

22 for the local option luxuries tax receipts;

23 |c) the office, officer, or employee of the governing body responsible for enforcing the collection

24 of local option luxuries taxes and the methods and procedures to be used in enforcing the collection of local

25 option luxuries taxes due; and

26 '

(d) the penalties for failure to report local option luxuries taxes due, failure to remit those taxes

27 due, and violations of the administrative ordinance. The penalties may include:

23 (!) criminal penalties not to exceed a fine of $1,C00 or 6 months' imprisonment, or both;

29 (ii) civil penalties if the governing body prevails in a suit for the collection of local option luxuries

30 taxes, not to exceed 50% of the local option luxuries taxes found due plus the costs and attorney fees

'/-(~MonrzMontana le^tstattve Council
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1 incurred by the governing body in the action;

2 (iii) revocation of a county or municipal business license held by the offender; and

3 (iv) any other penalties that may be applicable for violation of an ordinance.

4 (3) The administrative ordinance may include:

5 (a) further clarification and specificity in what constitutes the retail sale of goods and services that

6 are subject to the local option luxuries tax consistent with [section 31;

7 (b) authorization for business administration and prepayment discounts. The discount authorization

8 may allow each vendor and commercial establishment to withhold a percentage of the local option luxuries

. 9 taxes collected to defray its costs for the administration of the tax collection. The percentage rate must

10 be set in the ordinance but may not exceed 5%.

1

1

(c) other administrative details necessary for the efficient and effective administration of the local

1 2 option luxuries tax. . • .

13

14 NEW SECTION. Section 6. Local option luxuries tax - distribution of proceeds by countywide tax

; - double taxation prohibited. (1) A local option luxuries tax imposed by u county must be levied

.o countywide, and unless otherwise provided by agreement with municipalities, the county shall distribute

1 7 local option luxuries tax revenue in the following manner:

1 8 (a) Fifty percent of the amount collected must be distributed to the municipalities and the county

1 9 based on the ratio of the population of the municipalities to the population of the county as derived from

20 the most recent population estimates provided by the U.S. bureau of the census or, if estimates are not

21 available, as derived from the 1990 census.

22 (b) Fifty percent of the amount collected must be distributed to the municipalities and the counr/

23 based on the point of origin of the local option luxuries tax revenue.

24 12) Before making a distribution under subsection (1), a county shall make a pro rata deduction for

25 its administrative expenses.

26 (3) A local option luxuries tax may not be levied on the same person or transaction by more than

27 one local government. If the electorate of a county approves a local option luxuries tax after the electorate

28 of a municipality in the county has approved a local option luxuries tax on the same transaction at the sarr.a

29 or a higher rate, transactions in the municipality are exempt from the counr/ tax as long as the municipal

30 tax is in effect. If the municipal tax is at a lower rata than the county tax, the governing body of the

Montana legislative cauncll
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1 municipaiir/ shall repeal its tax without a vote of the electorate.

2 {4) A local option luxuries tax may not be adopted by a jurisdiction that levies a resort tax under

3 the provisions of 7-6-4461 through 7-6-4469. If a local option luxuries tax is imposed in a county, the

4 transactions in a resort area or resort community that imposes a resort tax are exempt from the local option

5 luxuries tax.

6 .

••

7 NEW SECTION. " Section 7. Local government tax ~ property tax relief. (1) Annually anticipated

8 receipts from the local option luxuries tax must be applied to reduce the local government property tax levy

9 for the fiscal year in an amount not less than 50% of the local option luxuries tax revenue de.'ived during

10 the preceding fiscal year. The property tax reduction may be implemented only by a reduction in the

1

1

number of mills levied.

12 (2) A local government that received more local option luxuries tax revenue than had been included

1

3

' in the annual budget shall establish a local government property tax relief fund. All local option luxuries tax

1

4

revenue received in excess of the budget amount must be placed in the fund. The entire fund must be used

13 to replace local government property taxes by a reduction in the number of mills levied by the local

15 government in the ensuing fiscal year.

17

1 a NEW SECTION. Section 8. Codification instruction. (Sections 1 through 7) are intended to be

19 codified as an integral part of Title 7, and the provisions of Title 7 apply to [sections 1 through 7].

20 ..

21 NEW SECTION. Section 9. Coordination instruction. If House Bill No. 574 is not passed and

22 approved, then the bracketed material in (section 3(21 {a)l is void.

23

24 NEW SECTION. Section 10. Effective date. [This act] is effective July 1, 1995. .

25 -END-
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Table 20

Local Income Taxes: Number and Type of Jurisdiction,

Selected Years 1976-1994

State'

Alabama

Cities

Arkansas

Cities

Delaware

Cities (Wilmington)

Georgia

Cities and Counties

Indiana

Counties

. Iowa -

School Districts

Kentucky -

Cities

Counties

School District

Maryland

Counties

(and Baltimore City)

Michigan

Cities

Missouri

Cities

(Kansas City and Sl Louis)

New York

Cities

G^'e-^ Yoric City and Yonkers)

Ohio

Cities

School District

Pennsylvania

Cities, Boroughs,

Towns, Townships,

and School District

Virginia

Total

(excludes Pennsylvania)

Total

(includes Pennsylvania)

n.a.-not available

e estimate

1976 1979 1981 1984 1985 1986 1987 1988 1989 1990 1991 1992 1994

6 5 5 8 10 10 10 10

No cities levy income taxes
"

- -

1 1111111
No cities or counties levy income taxes

II 11 II 11 18

38

3

59

24

16

37

21

59

8

38 43

26 57

59 61

8 9

44 45 51 68 79 76 80 80

57 61 57 60 52 59 144 178 379

67 78 85 81 84 83

11 14 25 27 26 27

87

24 24 24 24 24 24 24 24 24 24 24

86 94

29 39

7

24

16 16 16 16 r 18 19 19 20 20 20

385 417 n.a. 460 467 480 482 481 492 506 512 512 523

n.a. 22 52 76 92

2J53« 2.585"= n.a. 2.644« 1758= 1777« 2.782« 2,788 2,795 2,809 2,824 Z830 2.830

No cities or counties levy income taxes

535 597 n.a. 688 707 740 763 779 797 837 873 I.02I 1J281

3,088= 3.182= n.a. 3.332= 3.465= 3.517= 3.545= 3.567 3.592 3.646 3.697 3.853 4,111

' Employer payroll taxes are levied in California. New Jersey, and

Oregon. See Table 21 for a description of the tax base.

Sources: AC'R stsa"a3mpila:ions based on Commerce Clearing House. State Tcz Guide (Chiccao. 19?^): Adviser/ Commission on imcrzovcrwenujl
Relations. Locsl Revenue Diverzijlaziion: Local Income Taxes (Washington. DC. 19881; Alabama Lcaz-je of MunicipaiitiK; and Kentucky
Department oi Locai Government.
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State

Alabama

Table 21

Local Income Taxes: Rates, Selected Cities and Counties, November 1994

(percent)



Table 21 (cont.)

Local Income Taxes: Rates, Selected Cities and Counties, November 1994

(percent)



Table 21 (com.)

Local Income Taxes: Rates, Selected Cities and Counties, November 1994

(percent)

City

Tax Rate

County

Tax Rate

State City (County)

Non- Non-

Resi- resi- Resi- resi-

dent dent dent dent Income Tax Based on

Taxes are imposed on the total payroll of employers in the following cities:

California Los Angeles

"San Francisco

0.325

1^

SjO a year for the first Sl.OOO of the payroll

expense plus S7.50 a year for each additional

51,000 of such expense. Small businesses are

exempt.

Payroll expenses less than or equal to 5140,000

are taxed at a rate of 1%. E.xpenses bcMesn
5140.001 and 5166.66" arc taxed at 1.25'!'«.

Expenses greater than 5166,667 are taxed ai

1.5V«.

New Jersey Newark

Oregon Clackamas. .Multnomah,

and Washington counties

(Portland area)

Lane Countv Mass Transit

1.00

0.62

0.56 Includes tlnancial institutions and corpora-

tions that perform services in the transit dis-

trict service area.

Source: Commerce Clearing House, Sicte Tor Reporter (Cfiiccgo. 1 994). See also Advisory Commission on Intergovernmental Rei3t;ons. iocs/ Revenue

Dnerzij'icaiion: Local Income Taxes (Washington. DC. I98S1.
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Table 27

Local Sales Taxes: Number and Type of Jurisdiction, Selected Years, 1976-1994

State



Table 27 (con:.)

Local Sales Taxes: Number and Type of Jurisdiction. Selected Years, 1976-1994

Sute 1976 1979 1981 1984 1986 1987 1988 1989 1990 1991 1993 1994

68

96

33

356

356

New York (Total)

Municipalities

Counties

Transit District

North Carolina

Counties

North Dakota

Municipalities

Ohio (Total)

Counties

Transit Districts

Oklahoma (Total)

Municipalities

Counties -

South Carolina

Counties -

South Dakou (Total) 18

Municipalities 1

8

Indian Reservations -

Tennessee (Total) 115

Municipalities

Counties

Texas (Total) 854
Municipalities

Counties

Transit Districts

Special Districts

Utah (Total) 204
Municipalities

Counties

Transit Districts

Virginia (Total) r33

Municipalities

Counties

Washington (Total) 300
Municipalities

Counties

Wisconsin

Counties _

Wyoming
Counties 5

U.S. Total 4,893

n.a. not available

- not authorized

70

25
45

99

51

20

1

398

398

46

46

104

12

92

946

921

25

230

201

29

136

41

95

302

264

38

13

5,448

74

29

45

99

55

52

3

398

398

61

61

105

II

94

949

921

28

n.i

n.i

29

136

41

95

302

264

38

15

5.702

87

29

57

.100

65

62

3

447

441

6

82

82

102

8

94

1.120

1.117

248

219

29

136

41

95

306

267

39

15

6.492

•State Notes

California

Florida

81

27

53

1

100

76

74

2

466

452

14

107

107

105

10

95

1.032

1.026

248

219

29

136

41

95

305

266

39

14

6,705

Los Angeles and San Francisco impose a spe-

cial gross receipts ta.\.

Counties may impose a tourist dsvclopmcr.t or

impact tax on rentals or leases ofliving quaners
for a term of six months or less.

85

26

58

1

100

81

79

2

473

457

16

111

111

105

10

95

248

219

29

136

41

95

307

268

39

12

15

6.392

83

28

54

1

100

83

83

3

479

458

21

120

117

3

106

11

95

1.029 1.107

1.023 1.023

78

6 6

25S

222

29

7

136

41

95

307

267

40

18

16

6.955

Georsia

85

30

54

.1

100

90

85

3

492

468

24

135

132

3

106

11

95

2.610

2.521

82

7

260

225

29

6

136

41

95

305

266

39

24

19

8.814

87

25

61

1

100

89

83

4

494

470

24

139

.136

3

104

9

95

1.276

1.164

105

251

222

29

n.a.

136

41

95

307

268

39

28

19

6,155

89

27

61

I

100

10

95

86

7

495

470

25

144

141

3

103

8

95

1.291

1.176

105

7

3

255

226

29

n.a.

136

41

95

307

263

39

40

23

6,438

84

27

56

100

95

86

9

521

476

45

15

161

158

3

103

1276

1157

105

260

228

29

3

136

41

95

307

268

39

45

20

6,431

79

22

56

1

100

35

92

88

4

530

481

49

16

169

166

3

104

9

95

1318

1193

110

259

227

29

3

136

41

95

308

269

39

47

23

6.579

Local School Ta.\-spccified counties are autho-

rized to impose a local sales and use tax for

educational purposes.

Source* ACIR ctnf* !
•

^^^
siac compilations based on Commerce ae3r:ng House. Sice Tax Rcponer 2nd S:o!i Tax Qu.d, (Chicago. 1994). See Table :S fcr local

96 ACIR/Significant Feanires of Fiscal r ederalism



Table 2S

State-Local General Sales Taxes: Combined Rates, Selected Cities, June 1995

State



State

Table 28 (cont.)

State-Local General Sales Taxes: Combined Rates, Selected Cities, June 1995

City (County) State Tax

County

Tax Cirv- Tax

Other

Tax

Combined

State-Local

Tax Rate

Iowa*

Louisiana'

Minnesota*

Cedar Rapids (Linn)

Davenport (Scon)

Des Moines (Polk)

Dubuque (Dubuque)

5.00

5.00

5.00

5.00

1.00

1.00

Baton Rouge (East Baton Rouse)



Table 23 (cone.)

State-Local Ge.neral Sales Taxes: Combined Rates, Selected Cities, June 1995

State City (County)



Table 28 (com.)

State-Local General Sales Taxes: Combined Rates, Selected Cities, June 1995

*State Notes

Alaska

Arkansas

California

Colorado

Florida

Boroughs may levy a sales and use tax not to

exceed S.O'/o. Cities outside boroughs may levy

a tax not to exceed 3.0%. Cities within bor-

oughs may levy a sales or use tax on all sources

taxed by the borough in the manner provided

for boroughs, but may not exceed 6.0%. City

sales taxes are in addition to borough sales

taxes.

Subject to voter approval, counties are autho-

rized to levy local sales and use taxes for a vari-

ety of purposes. Specified municipalities also

may impose a sales and use tax, subject to voter

approval, for a variety of purposes.

. All counties have adopted a 1.25% sales tax.

Cities may levy a conforming 1 .0% tax and

counties must allow a credit of 1 .0% against the

county rate. The board of any county may levy

a tax at a rate of 0.25% or 0.5%. or establish an

authority for specific purposes, which may levy

a 0.25% or 0.5% sales and use tax, subject to

voter approval. The Local Transportation

Authority and.Improvement Act authorizes the

imposition of a voter-approved tax by any local

transponation authority. The ta.\ rate may be

0.25%, 0.5%, 0.75%. or 1.00%. Several dis-

tricts are authorized- to impose a tax to fund

public mass transit transportation and traffic,

public education, libraries, justice facilities,

drug abuse prevention, crime prevention, health

care services, etc. In addition to the sales and

use taxes, Los Angeles and San Francisco

impose special gross receipts taxes.

Counties and incorporated cities and towns may

levy sales taxes with voter approval. The

regional transponation district (City and

County of Denver and portions of Adams,

Arapahoe, Jefferson, Boulder, and Douglas

counties) levies a 0.6% sales tax. A 0.1% tax

applies to all sales subject to the transportation

tax for the Denver Metropolitan Scientific and

Cultural Facilities District, and an additional

0.1% tax for the Denver Mcaopolitan Baseball

Stadium District. Public highway authorities

may levy sales and use taxes not to exceed

0.4%. Board of county having a population

greater than 1 00.000, with voter approval, may

fund speciiled local improvements by levying a

sales tax not to exceed 0.5% through the local

improvement district.

The governing body in each county may levy

(1) a chaner county transit system sunxx at a

rate not to exceed 1%, (2) a local government

infrastructure surtax for up to 15 years at the

rate of 0.5% or 1%, (3) a small-county sunax of

0.5% or \%, (4) an indigent care sur:ax not to

exceed 0.5% (may not be imposed after 10/1/98

or if (5) or (6) below are imcoscd), (5) a county

Georgia

Hawaii

Idaho

Illinois

Iowa

Kansas

public hospital surtax of 0.5%. or (6) a small-

county indigent care surrax of 0.5%. County
taxes imposed under (2), (3), (4), (5), and (6)

may not exceed Wa.

General Assembly has authorized the imposi-

tion ofjoint county and municipal sales and use

taxes. It created special districts, based on
county lines, which may impose a 1.0% ta.x.

Specified counties are authorized to impose a
local sales and use tax for educational purposes.

GovcTiing bodies that enter into rapid transit

contracts with the Metropolitan Atlanta Rapid

Transit Authority may lew sales and use taxes

at the rate of 1% until 6/30/2032 and 0.5%
thereafter (Fulton, De.Kalb, Cobb, Clayton, or

Gwinnen counties or the City of Atlanta). No
tax may be levied unless the tax is imposed in

Fulton and DeKalb couiitiei

Hawaii counties (except Kalawao Count}-) may
impose a 0,5% general excise (sales) and use

tax surcharge to provide funds for public mass
transit projects from Januar>- 1, 1993, through

December 3 1. 2002.

Cities that derive a major portion of their eco-

nomic well-being from tourism may impose a

saies tax on all sales subject to taxation under

the state Sales and Use Tax .AcL subject to voter

approval.

Home rule cities may impose sales taxes at

0.25°/o increments, which will be collected by

the state department of revenue. Counties and

municipalities may impose a saies tax not to

exceed 1.0° i. Cit}- sales taxes are in addition to

any count>- and transit sales taxes. Two transit

districts lev\- an additional sales tax of 0.25° i or

0.75%. Chicago imposes its own sales and use

taxof I°/o.

Counties are authorized to levy a local sales and

service tax at a rate not to exceed 1%. with

voter approval.

If approved by the voters. Class A and Class C
cities may levy 0.25%. 0.5°/o. 0.75%. or 1%
retail sales taxes: Class B cities. 0.25% to 2°/o in

0.25% increments; and Class D cities. 0.25% to

1.75°/o in 0.25% increments. Class D cities,

with voter approval, may impose an additional

0.5% or 0.75°/o sales tax. A board of county

commissioners may levy the tax at 0.5% or 1%:

certain counties may levy the tax at 0.25%.

1.5%. or 2°o. The rate of a county-imposed tax

may be equal to the sum of the rate allowed to

be imposed by a board of count>- commission-

ers on 7/1/92 plus 0.25°/o. 0.5"!^. 0.75%. or Wo.

After voter approval, a city or county may
impose an additional 0.25°o. 0.5%, O.T5°.'o. or

Wo tax to fund health care scr.-ices. Anv caunt>'
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Table 2S (cant.)

State-Local General Sales Taxes: Combined Rates, Selected Cities, June 1995

•State Notes (cant.)

that is pan of the i<Cansas and Missouri culture

district must impose a countywidc sales tax not

to exceed 0.25"^ subject to voter approval.

Louisiana Any local subdivision or school board, with

voter approval, may levy a sales tax not

exceeding 3% when combined with other local

sales taxes.

Minnesota Counties are authorized to impose a 0.3% local

option general sales and use tax. Specified

cities arc authorized to impose a gencal sales

tax.

Mbsouri Cities may impose a Q.iVa, 0.375'/^ or 1Vo sales

ta.x, except Sl Louis, which may impose a

1.375% tax. Municipalities, with some excep-

tions are authorized to impose an additional

sales (capital improvements) tax of 0.125°/o.

O.IS'A 0.0375%. or 0.5%. subject to voter

approval. A transportation txx up to CiVo may

be imposed by specified local goveaimcnts.

Transportation development districts may

impose a sales tax at an unspecified rate if

approved by local voters. Counties are autho-

rized to impose local sales taxes under several

statutes, ail subject to voter approval.

Nebraska Metropolitan class, primary class, and first and

second class cities may impose up to a 1.5%

sales and use tax. subject to voter approval.

Nevada . The state sales tax of 6.5% includes -^.5% for

local school support and city-county reiicf.

Counties may levy an additional tax for public

transportation, road construction, or tourism.

New Mexico Municipalities may impose an excise tax at the

rate of up to 1.25'i'o. and until 7/1/96. a special

municipal gross receipts tax at a rate not to

exceed OliVa. Municipalities are authorized to

le-zy an excise tax not to e.xceed 0.125% (infra-

structure gross receipts tax) on any person

engaging in business. A county fire protection

excise tax may be imposed at 0. 1 25V« or 0.25%

of gross receipts. Counties that meet certain

property tax rate requirements may impose a

0.375% gross receipts tax. Subject to voter

approval, counties that meet certain population,

property tax. and severance tax requirements

may impose a 0.5% local hospital gross

receipts tix and a 0. 125% special county hospi-

tal gross receipts tax for up to 10 years. A

majority of the members of the governing body

of a county may enact an ordinance imposing i

county health care gross receipts tax at a rate of

I/I6 of 1%. Municipalities and counties may

impose an environmental services gross

receipts txx at 0.0625% (municipal) and

0.1 25% (county).

New York An additional 0.25% sales txx for the

Metropolitan Commuter Transit District is

imposed in New York City and the counues of

Dutchess, Nassau, Orange, Pumam, Rockland.

Suffolk, and Westchester. Yonkers preempts a

portion of the county tax.

Ohio Coundes may impose a sales txx not to exceed

1.5% An additional transit txx is imposed in

several counties, but may not exceed 1.5%.

Tennessee If a county levies a txx less than one-half of the

state rate, a city may levy only the difference. If

a city or county adopts a local option base, then

the sales tax may not exceed S5 on the sale of

any single item of personal property if the local

txx rate does not exceed 1% and may not

exceed S7.50 whenever the tax rate exceeds

Texas A county that is not located in a rapid transit

authority or a regional transportation authority

may adopt a sales or use txx, subject to voter

approval, to reduce property taxes. Qualified

cities may levy an additional 0.5% local sales

tax ;o reduce city property taxes, or with voter

approval if there is no property tax. Cities locat-

ed in a county with a population over 750,000

are authorized to levy an additional 0.5% tax. if

approved by voters, not to exceed a combined

state-local rate of 7.25%.

Utah . Cities and counties may impose a sales tax of

0.75% or 1%. Cities in the counties that impose

the tax receive a ponion of the revenues. Cities

and counties also may levy a 0.25% transit tax.

Resort communities may include an additional

sales tax of up to 1.0?^ City and county taxes

do not overlap.

Virginia Cities are independent of counties in Virginia

Every city and cour .7 imposes a 1.0% sales tax;

total combined statewide sales tax is 4J%.

Washington Cities and counties may levy a local sales and

use tax of 0.5%. Tney'also are authorized to

levy an additional sales tax not to exceed 0.6%

for transportation. Counties must allow a credit

for the full amount of any city sales and use

taxes. If the county in which the city is located

imposes a sales and use tax. the city tax rate

may not e-xceed .425% Counties and cities may

le-/y an additional 0.5% if approved by voters.

Wisconsin The county sales and use taxes may be imposed

oniv ftar the purpose of directly reducing the

procgrty_tax levy.

Wyoming Counties may levy an additional capital

improvement tax not '.0 exceed Wo, subject to

voter approval.

Source: ACIR siatf compilation from Commerce Qezring Houie. S(aie Tex .^eporrer (Chicago, 1994). See dso Table 27.
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